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Former President Juan Carlos Wasmosy (1993-1998) was convicted of corruption and sentenced to
four years in prison. On April 12, Judge Jorge Bogarin found Wasmosy guilty of betraying the public
trust and causing harm to the state patrimony. Bogarin's verdict called the crime "damage to public
trust," which carries a sentence of between six months and five years.
The prosecutor for economic crimes, Jose Casanas, had called for the men to be convicted of a more
serious crime that carries a penalty of up to ten years. Casanas had requested that Judge Bogarin
sentence Wasmosy to eight years in prison, but the judge rejected that request. Wasmosy is the first
former president in Paraguay's history to be sentenced to prison. In the same case, former economy
minister Carlos Facetti was sentenced to two-and-a-half years, while former minister of industry and
commerce Ubaldo Scavone was exonerated. The sentence was handed down amid tight security.
Members of the Ahorristas Estafados en Accion, a group that represents people who lost their
savings in the mid-1990s, during the worst banking scandal in the nation's history, had held a vigil
for several weeks in front of the courthouse. Judge Bogarin resigned from the bench the day after
handing down his verdict, saying he wanted to go back to private law practice.

State money went to bail out private bank
The judge ruled that, in 1995, Wasmosy illegally authorized the Banco Central de Paraguay
(BCP) to provide millions of dollars to the private commercial Banco Desarrollo, which was in
serious financial difficulty at the time. Wasmosy had an interest in Banco Desarrollo. Some of the
money went to pay contractors for work done at the bank. Wasmosy had a financial interest in the
construction projects. Wasmosy authorized the BCP to pay US$20 million to Banco Desarrollo with
funds that came from the state social-security agency (Instituto de Prevision Social, IPS). Despite the
infusion of funds, the bank went under. Three million clients lost their deposits, which they have not
recovered.
Defense lawyers argued that there was no damage to the state, since the bank paid its debt with
state bonds, which it also acquired with funds from IPS before going into bankruptcy. Wasmosy's
lawyers immediately appealed. In the brief, the lawyers asked that their client be freed on bond, and
that the sentence be commuted for a fine and house arrest. The Paraguayan penal code allows for
the possibility that sentences of less than five years may be changed for a fine and house arrest.
On April 15, the prosecutor asked that Wasmosy be jailed during the appeal process. "This office has
decided...to request preventive prison for those found guilty in this case because of the flight risk...,"
said prosecutor Rocio Vallejos. "We have also decided to appeal the length of the sentence imposed
and the exoneration of one of the accused."
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On April 22, Judge Gustavo Gorostiaga, who took over the case when Bogarin retired, turned down
the prosecutor's request that Wasmosy and Facetti be jailed pending the outcome of the appeal.
Instead, the two must sign in at the local police station each Monday, see the judge once a month,
and not leave the country without court authorization. Wasmosy was also required to post a US
$830,000 bond, while Facetti had to post a US$520,000 bond. The former president is a wealthy
businessman, with extensive construction interests.
During Wasmosy's presidency, 38 banks, exchange houses, and savings and loan institutions
failed. According to the Contraloria General, US$6 billion, equal to 80% of the nation's GDP, was
misappropriated during that time. Wasmosy is accused of opening a secret bank account in the
Cayman Islands, which grew from US$7 million when he took office to US$697 million when he
left. Wasmosy also faces trial for fraud in the 1997 privatization of a distillery, which also later went
bankrupt.
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